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Abstract
The European Single Market (ESM) and the CMU (Capital Market Union) are perceived to be decisive 
powers of the European Union (EU), key strategic objectives, cornerstones of European Integration, and 
the EU’s sustainable growth. The article contains review of the research regarding the ESM and CMU. It 
covers a period of three decades, that is from the establishment of the ESM until the present day (2022). 
It is supplemented with the regional literature, including national. Reasons for the introduction of the 
ESM and CMU were presented, along with the way of their establishment, and the current state of their 
advancement. Also, their problematic areas, obstacles, and barriers to their completion were introduced. 
Amidst, numerous diffi  culties resulting in the EU market fragmentation, and segmentation. Followed 
by, legal duality, lack of harmonization of capital; markets’ regulation and supervision, the enduring 
divide between Old- vs. New-EU (Western EU vs. CEE), national macro-economic specifi cities, and other 
local particularities (cultural, legal, etc.). In the article, the above-mentioned issues were also broadly 
considered from the perspective of the Member States from the CEE region. The comparison between 
Old- vs. New-EU regarding the ESM, and CMU is conducted. The conclusion is that the ESM, and CMU 
are crucial for the EU’s growth and would extensively bring benefi ts to the European Community. 
Yet, further advancement in their completion is decisive, as achieving full benefi ts is only feasible after 
overcoming diagnosed obstacles and removing identifi ed barriers.

Streszczenie
Jednolity Rynek Europejski (ESM) i Unia Rynków Kapitałowych (CMU) są uważane za decydujące składniki 
potencjału i funkcji Unii Europejskiej (UE), jej cele strategiczne, fundamenty i spoiwa integracji europejskiej 
oraz fi lary zrównoważonego wzrostu gospodarczego. W artykule dokonano przeglądu międzynarodowej litera-
tury obszarów tematycznych ESM i CMU, od momentu formowania ESM do doby obecnej (2022r.), tj. okres 
trzech dekad, uzupełniając literaturą regionu, w tym krajową. Przedstawiono przyczyny przyjęcia ESM i CMU, 
sposób ustanowienia i ujęte treści, obecne stadium zaawansowania ich wdrażania oraz obszary problematyczne, 
bariery, przeszkody dla ich sfi nalizowania. Wśród zidentyfi kowanych barier wskazano fragmentaryzację i seg-
mentację rynku UE, dualizm prawa, brak harmonizacji regulacji prawnych i nadzoru rynków kapitałowych, utrzy-
mujący się rozłam pomiędzy Starą i Nową UE (Europa Zachodnia vs. Środkowo-Wschodnia), krajową specyfi kę 
makroekonomiczną oraz inne swoistości o lokalnej naturze (kulturowe, prawne itp.). Zagadnienia te dodatkowo 
rozpatrywane są z przyjęciem perspektywy Państw Członkowskich z regionu CEE. Dokonano porównania Starej 
i Nowej UE w odniesieniu do ESM i CMU. Przedstawiono konkluzję, że ESM i CMU są kluczowe dla rozwoju 
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UE i mogą przynieść korzyści Wspólnocie Europejskiej. Jednakże, decydujący będzie dalszy postęp w ich finali-
zacji, gdyż osiągnięcie pełnych pożytków jest możliwe dopiero po przezwyciężeniu zdiagnozowanych przeszkód 
i usunięciu zidentyfikowanych barier.

INTRODUCTION

The European Single Market (ESM) is a source of extensive macro-economic benefits for the European 
Union (EU, [Eurostat 2022a; EC 2022]), its Member States, and the European Community as a whole 
[Mion and Ponattu 2019; Ilzkovitz et al. 2007]. Its strategies were established to serve the EU economy 
and the European society, being a decisive power of the EU and the key strategic objective [Monti 
2010b; Pelkmans 2019]. Also, the cornerstone of European Integration and the EU’s sustainable growth 
[Barroso 2010; Micossi 2016; Aussilloux et al. 2011]. Nonetheless, its full potential and benefits have not 
been delivered yet [Micossi 2016; Ilzkovitz et al. 2007; Monti 2010a]. The primary expectation for it, so 
to act as a stimulus for establishing a more dynamic, innovative, competitive economy at the global 
level, are not fully materialized yet [Ilzkovitz et al. 2007]. Also, the CMU is one of ESM’s core elements, 
whose role cannot be taken over by any other ESM segment [EC 2020b; Bhatia et al. 2019a]. 

In the article, international English-language literature research regarding the ESM and CMU was 
conducted. It covered a period of three decades, that is from the establishment of the ESM until the 
present day (2022). It was supplemented with the regional literature, including national. The aim of the 
paper is to outline reasons for the introduction of the ESM and CMU were presented, along with the 
way of their establishment, and the current state of their advancement. Also, their problematic areas, 
obstacles, and barriers to their completion were introduced. Amidst, numerous difficulties resulting in 
the EU market fragmentation, and segmentation. Followed by, legal duality, lack of harmonization of 
capital; markets’ regulation and supervision, the enduring divide between Old- vs. New-EU (Western 
EU vs. CEE), national macro-economic specificities, and other local particularities (cultural, legal, etc.). 
In the article, the above-mentioned issues were also broadly considered from the perspective of the 
Member States from the CEE region. The comparison between Old- vs. New-EU regarding the ESM, 
and CMU is conducted.

The conclusion is drawn, that the ESM, and CMU are crucial for the EU’s growth and would 
extensively bring benefits to the European Community. Yet, further advancement in their completion 
is decisive, as achieving full benefits is only feasible after overcoming diagnosed obstacles and 
removing identified barriers. Another conclusion was drawn regarding regional (CEE) and national 
level. The diagnosed significant divergence in ESM’s induced welfare gains cross-countries and cross-
region must be mitigated promptly [Mion and Ponattu 2019]. Also, the employment of strategies, 
acknowledging the specificity of the CEE countries and their markets is crucial [Skare and Porada-
Rochoń 2019; Iorgova and Ong 2008; EBRD 2019; Baele et al. 2015]. CEE- specific challenges regarding 
the ESM, CMU, shall be targeted with adequate strategies [Bhatia et al. 2019a; Vienna Initiative 2018; 
Vienna Initiative 2017; Lehmann 2020; Reiserer 2019]. The assumption stemming from the review, is 
that forming a competitive, integrated, profound, liquid European capital market shall be a priority, as 
it aims to uphold the current EU as one of the uppermost two financial centers of the world [Next CMU 
HLG 2019]. The consequent postulation is the urge to address identified barriers and obstacles, as they 
are what endure to disable the ESM and CMU to act as forceful growth engines and prevent them from 
delivering the benefits idiosyncratic for the single market [COM/2010/2020 final 2010; Ilzkovitz et al. 
2007; Wieser 2020; HLF CMU 2020; Next CMU HLG 2019]. 

TOWARDS THE EUROPEAN SINGLE MARKET

The single market in the EU is a concept of a European common market with a profound outreach, thus 
truly making the EU one territory, without borders or other obstacles to the free movement of capital, 
services, goods, and people [COM/2011/0206 final; COM/2012/0573 final; EC 2020c; COM/85/310 
final (Vol.1985/0130) 1985]. The Treaty of Rome establishing the European Economic Community 
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constituted this view on comprehensive economic integration, with a focus on removing barriers 
to building a common internal market [EC 2020a; Europäische Wirtschaftsgemeinschaft 25.03.1957]. 
The formalized program for the single market in Europe was launched in 1985, when European Council 
endorsed the White Paper, expressing the European Commission’s will and commitment to complete 
the EU internal market [COM/85/310 final (Vol.1985/0130) 1985]. It was followed by related legislation 
of the late 80s and 90s on the internal market, which has put in place the ESM [Micossi 2016]. Then, 
a further build-up with 2000s legislation and regulatory activities, altogether allowing for enormous 
progress [Micossi 2016]. Multifarious fields of the ESM (as of the all-encompassing nature of the 
ESM) and a multitude of related considerations have been subjects of multidiscipline research interest 
in academia, administration, and private-sector [Brülhart and Elliott 1998; Duisenberg 31.05.2011; 
Leonardi 1993; Lannoo 2001; Pelkmans 2019; Fligstein 2001; Fligstein and Mara-Drita 1996; Streeck and 
Schmitter 1991].

The ESM and its strategies were established to serve the EU economy and the European society [Monti 
2010a]. Phenomena of the ‘European Identity’ and ‘European Community’ are commonly recognized 
concepts and backbones of the European Union’s (EU) activities, though there are instances partially 
decelerating their full realization [Capello 2018; Chacha 2013; Caporaso and Kim 2009; Bruter 2005; 
Bruter 2005; Figlestein et al. 2012; Dunford 1993; Europäische Wirtschaftsgemeinschaft 25.03.1957]. The 
intensity of European integration (EI) is increasing rapidly, especially with the economic integration 
advancing faster and further over the past decades [Checkel and Katzenstein 2011; Monti 2010a]. That 
integration regards many layers, such as institutional, political, legal, regulatory, technological, and 
socio-cultural along with countries’ attitudes toward them [Tucker et al. 2002]. Waves of enlargements 
of the EU (increase in EU membership in given years in clusters [European Parliament 2022]) were 
followed each by broadening and intensifying of the EI [Campos et al. 2019]. The European Community 
exhibited regional disparity and heterogeneity even before the accession of the CEE countries, with 
a divide between more and less developed regions (then, Greece, Portugal, Spain, and Ireland), with 
a regionally divergent response to the EU Single Market [Leonardi 1993]. However, the degree and 
type of the EU integration alter across territories and over time [Campos et al. 2019]. Also, there were 
gaps diagnosed in the fields already covered by the ESM-related legislation, that persists, and market 
integration has become stagnant, motionless, or deadlocked in many areas [Micossi 2016]. EI dynamics 
experienced a deep alteration post passage of the Single European Act and the agreement to establish 
the ESM by 1993 [Leonardi 1993].

“EU after the fall of the wall”. The cee region accesses the EU

The EI processes grew more in complexity with the gradual, further EU enlargements [European 
Parliament 2022; Eurostat 2022b]. Especially the complicatedness of accession processes of post-
Soviet emerging countries (transitional, post-communist [EBRD 1997; EBRD 2019; Tucker et al. 2002; 
Wyplosz 1999; World Bank 1996; Lenain 2000; Skare and Porada-Rochoń 2019]), that constitutes 
the CESEE/CEE region (‘New-EU, ‘EU-11’, Trimarium [FESE 2018; Grela et al. 2017; Lehmann 2020; 
Popławski and Jakóbowski 2020]). The ‘EU after the fall of the wall’ [European Parliament 2022], was 
debated due to challenges that the EU would face with the course of EU-CEE’s integration processes 
[Tang 2000]. Transitional emerging markets (TEMs) are a separate, distinct research area, also regarding 
fundamentals, s.a. economic and financial development, capital market advancement, exhibiting 
high regional and national granularity, specificity [Skare and Porada-Rochoń 2019; Iorgova and 
Ong 2008; EBRD 2019]. There were novel challenges identified considering TEMs accession to the EU 
and consequences regarding EU integration [Tang 2000]. Each emerging market shall formulate its 
own, unique path toward development [OECD DC 2018; OECD 2018]. Likewise, need tailor-made, 
dedicated market-oriented growth policies [World Bank 1996; Narayanaswamy et al. 2017]. 

TEMs are bound to employ dedicated, peculiar policies for local market development along with 
joint regional strategies to underpin development [Iorgova and Ong 2008; GPW 2020; OECD and MSZ 
RP 2016]. The actual efficiency of local capital markets in emerging countries varies greatly [Berggrun 
et al. 2017; Hoskisson et al. 2000], s.a. liquidity, ranging from flourishing to stagnation [Laeven 
2014]. Emerging markets characterize with an excessive volatility of assets, inferior institutions and 
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governance, insufficient investors’ activity create obstacles for development on a global basis [Berggrun 
et al. 2017]. Particularly, this applies to the CEE region [Ivanitsky and Tatyannikov 2018]. The systemic 
post-Soviet transition of the region’s economies influenced CEE markets deeply, cleaving them off 
from the general cluster of emerging economies and making them a heterogenic group, as stemming 
from different transition paths and their effects [World Bank 1996; EBRD 2005; EBRD 1997]. Market-
oriented development strategies are transpiring into the region with increasingly acknowledgement 
of the uniqueness of ways how to foster successful local markets development, embracing country’s 
specificities, regional individuality mixed with inner interdependence [Andritzky 2007; Grbić 2020; 
Iorgova and Ong 2008].

The CEE is vastly divergent and extensively underdeveloped as compared to the mature, developed 
Western EU countries (Old-EU), thus these national and regional specificities shall be taken under 
consideration in all steps of the EU convergence, integration, also employing the proportionality rule 
[Lehmann 2020; Alcidi et al. 2018; Redłowska 2017; Vienna Initiative 2017; Vienna Initiative 2018]. 
On the other hand, during the past twenty years, CTEMs average growth rate beats out the Old EU 
more than twofold [Grela et al. 2017]. Primarily it was induced by intense capital inflows (mainly FDIs) 
additionally boosted by in-depth market reforms and other carried out in the 90s transition-related 
processes [World Bank 1996; EBRD 2005]. Moreover, the accession to the EU countries was a driver 
of CEE’s performance in the second millennium [Grela et al. 2017]. Economic reforms in the CEE, 
consequent establishment of local capital markets and their further development are interrelated 
[Morita 2017]. The ‘Trimarium’ (Three Seas Region, in Latin) has generated 15% of the EU GDP in 
2004 and respectively 19% in 2018, with a 243% increase in trade turnover during this period and total 
capitalization of exchanges at the end of this period of 347 billion euros [Popławski and Jakóbowski 
2020]. As of 2020 (EU-27), CEE makes up for 29% of the EU’s territory, where 25% of the EU’s population 
lives, generating 19% of the EU’s GDP in PPP. High dynamism, growing economic potential of the 
region are evident considering EU statistical data. They can be sustained provided cooperation and 
connectivity in CEE and addressing the fact, that contrasting to this data, CEE represents only 10% of 
the EU’s capital market [Popławski and Jakóbowski 2020; President of Poland 2020].

The single european act I and II 

Three decades of the Single European Act in force, delivered a considerable advance in the European 
Integration via the establishment of the ESM, with an extensive advancement accomplished through 
legislative activities covering all key sectors of activity [Ilzkovitz et al. 2007; Aussilloux et al. 2011; Micossi 
2016]. However, the condition of the EU economy endures far from pleasing [Micossi 2016]. Since the 
symbolic birth of the ESM, it has always been the ‘cornerstone of Europe’s integration and sustainable 
growth’ [Barroso 2010; Micossi 2016; Aussilloux et al. 2011]. Nonetheless, even after decades, its full 
potential and benefits have not been delivered yet [Micossi 2016; Ilzkovitz et al. 2007]. It is as there are 
many bottlenecks, missing links disabling fragmented markets to act as a one, EU forceful growth 
engine and deliver the benefits idiosyncratic for the single market [COM/2010/2020 final 2010; Ilzkovitz 
et al. 2007]. ESM intends also to foster competition [Allen et al. 1998]. The ESM is a decisive power of 
the EU and the key strategic objective [Monti 2010b; Pelkmans 2019]. 

The empirical evidence on the ESM’s benefits materialization is commonly, cyclically researched, 
reassessed, and revisited [Aussilloux et al. 2011; Ilzkovitz et al. 2007; In’t Veld 2019; Mayer et al. 2019]. 
ESM benefits are appearing on both, country- and regional- levels [Mion and Ponattu 2019]. In general, 
ESM’s three decades raised the EU’s GDP and individual member states’ GDP significantly [In’t 
Veld 2019; Campos et al. 2019]. However, gains from ESM are strongly heterogenic cross-country and 
cross-regionally, with peripheral regions disadvantaged in welfare gains [Mion and Ponattu 2019]. 
Substantial progress in the EU’s new Members market integration was accomplished, nonetheless, the 
process is distant from finalization [Aussilloux et al. 2011]. The ESM is perceived as one of the EU’s 
highest achievements and a driver of economic growth, though in need of a systematic, integrated 
approach for fully-fledged ESM and efficacious monitoring [Barroso 2010; Ilzkovitz et al. 2007]. As 
an engine of growth it builds the global EU’s competitiveness, stimulates trade, improves efficiency, 
builds resilience, and raises quality [EC 2020a; EC 2020c; Aussilloux et al. 2011].



28 Magdalena Ogórek
The ESM as the EU’s ‘convergence promise’ and ‘convergence machine’

The adopted ESM Strategy is to unravel the full potential of the ESM which lies ‘ at the heart of the 
European project ’ [EC 2020a; EC 2020c; Aussilloux et al. 2011]. It aims at regional economic and social 
development, though with unequal effects regarding dissimilar development stages [Leonardi 1993; 
Mion and Ponattu 2019]. The ESM’s legislation and regulatory activities are only partial, with gap areas, 
market segmentation, and fragmentation [Micossi 2016]. Numerous benefits of its benefits are only 
fully feasible, provided ESM’s entire, equal completion [Aussilloux et al. 2011]. European Commission 
has published another up-to-date assessment on how the ESM, concluding it shall be further, more 
intensely deepened (European Commission, 2018).
To materialize all potential ESM- related benefits, more initiatives are targeting persisting and surfacing 
challenges [In’t Veld 2019; Pelkmans 2019; HLF CMU 2020; Mion and Ponattu 2019]. Full elimination of 
all EMS’s obstacles may be unlikely, yet potential gains from its best-feasible completion are substantial, 
up to advancing the EU growth [Aussilloux et al. 2011]. The process of the ESM’s creation is unique, 
as comprises both rational and socio-cultural components [Fligstein 2001]. After the Financial Crisis, 
the European Commission adopted the Single Market Act (I, II) to boost the European economy and 
strengthen stakeholders’ confidence in it [COM/2011/0206 final; COM/2012/0573 final]. Confidence in 
the ESM ought to be improved to support the stimulation of economic growth and shared prosperity 
[EC 2018; COM/2011/0206 final]. Through ESM, the EU is a ‘convergence machine’, yet incurable cross-
country diversity imposes great challenge for the EU’s ‘convergence promise’ [Franks et al. 2018; Mion 
and Ponattu 2019; Alcidi et al. 2018], thus observation and counterbalancing divergence effects are 
a priority, with Convergence 2.0 to focus on businesses and people to facilitate further development 
[Alcidi et al. 2018].

The EU’s Single Financial Market

Financial markets perform a significant role in the economic growth, also in the EU (unique economic 
and political union) [Duisenberg 31.05.2011; EC and DGC 2020]. Financial institutions and capital 
markets play unreplaceable, important roles in any developed economy [Kabza 2017]. Single Financial 
Market is a concept arising from the ESM, set to underpin EU-wide economic advancement and boost 
EU citizens’ welfare [Duisenberg 31.05.2011]. It is capable of reformulating frameworks of financial 
markets in terms of both scope and attributes [Underhill 1997]. A genuinely integrated financial union 
reaps benefits from synergy effects, not just a simple sum of its elements [Thomsen 2018]. The EU law 
and financial system embraces indispensable parts and encompasses vast elements. It includes among 
others: currency-, budget-, fiscal stability-, tax-, insurance-, banking-, money- and capital market-
related matters with related institutional infrastructure, legal and regulatory framework [Drwiłło and 
Jurkowska-Zeidler 2017; Almeida et al. 2019].

THE DEVELOPMENT OF AN INTEGRATED, PAN-EUROPEAN CAPITAL MARKET 
ORGANISM – THE CAPITAL MARKET UNION

The Capital Market Union (CMU) is one of ESM’s core elements, whose role cannot be taken over 
by any other ESM segment [EC 2020b; Almeida et al. 2019]. Banking-based finance is complementary 
to market-based [Adamska 2019; Thomsen 2018]. Therefore an unbalanced financial system and over-
banking are causing profound negative effects in the EU affecting also the real economy [Thomsen 
2019; Deutsche Börse Group 2015]. In particular, assets are allocated unproductively due to uneven 
and split the EU financial sector, it may be a threat to sustainable growth, stability and resilience, 
suitable private risk-sharing, favorable financing conditions, innovation, pensions, investment [Bhatia 
et al. 2019a; S&P Global 2020; Almeida et al. 2019].

EU holds excessively strong corporate-, governmental- and household- bank-dependence. Total 
banking sector assets vs. GDP equal to 300 proc. in EU (85 proc. in the USA), as a result of relatively 
small capital markets, which impairs resilience and shock absorption. Capital market advancement and 
integration shall facilitate a ‘healthy diversity’ in EU finance [Thomsen 2019; Almeida et al. 2019]. Thus, 
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CMU principles incorporate an increase of transparency, restoration of trust and confidence in markets, 
invigoration of market-based funding, bolster financial stability, the advancement of harmonization 
and convergence, orderly and efficient market ecosystem [Deutsche Börse Group 2015; FESE 2019]. 
Due to the coronavirus-caused economic crisis and Brexit, intense steps are taken by the European 
bodies to accelerate CMU, as a remedy for recovery and resilience. The development of integrated 
and large capital markets along with enabling access to market financing intends to facilitate recovery 
[Lannoo and Thomadakis 2019; COM/2020/590 final 2020]. The architecture of CMU will be redefined 
towards ‘ multi-spokes ’, as the ‘hub-and-spokes’ system can no longer be applied after Brexit [Bhatia 
et al. 2019a; HLF CMU 2020].

‘The CMU 2.0’ as a ‘New vision for Europe’s capital markets ’

Already in 2001, the idea of a Single Capital Market was accented [Lannoo 2001]. The CMU action 
plan was adopted in 2015, updated, and complemented in 2017 and 2019. In 2020 was revised and 
gained significant momentum [COM/2020/590 final 2020]. The CMU 2.0 is a “New vision for Europe’s 
capital markets” [HLF CMU 2020]. The CMU is capable to materialize resilient, robust, dynamic, 
global competitiveness of the EU capital market and sustained growth [EC 2019]. The CMU also can 
materialize a range of firm-level benefits [Almeida et al. 2019]. The structure of the financial landscape 
in the EU is changing, increasingly relying on market-based finance and CMU is expected to develop 
the cross-border dimension of investments [Pires 2019].
Only developed, robust, and efficient capital markets (debt, equity, related instruments) can perform 
their functions well [IFC 2016; Narayanaswamy et al. 2017]. Besides the US and China, the EU is the third 
largest world economy, representing 16% of world GDP as of 2017 in Purchasing Power Standards 
[Eurostat 2020]. However, its financial landscape is far from being comparable to the world’s most 
developed capital markets [Bhatia et al. 2019a; Pelkmans 2019]. To compete globally, as a developed 
single financial market, the EU must change this landscape [HLF CMU 2020]. It must integrate, 
grown tighter over the years to the model advanced financial market of the US (US market and its 
characteristics also serve as benchmarks in the CMU-related actions) [Delivorias 23.10.2020; Lannoo 
and Thomadakis 2019; FESE 2019; Bhatia et al. 2019b]. Country-risk premium is much lower in the 
US, than in the EU [Demertzis et al. 2021]. Listed equity in the EA (Euro Area, eurozone [Franks et 
al. 2018; Klaus and Ferroni 2015; Reuters 2020]) amounts to less than 70% of its GDP, in comparison 
to 170%. in the U.S. This means that not even 30% of EA’s nonfinancial companies’ liabilities are 
tradable instruments (with this ratio twice higher in the US EU-28). Likewise, risk sharing channels, 
nonfinancial corporations’ funding structure, and general market structure. Therefore, for the EU to be 
globally competitive, catching up along with possessing a Single Market formed by CMU is crucial 
[Bhatia et al. 2019a; Demertzis et al. 2021]. The CMU is a strategy to unlock and facilitate funding for the 
EU’s growth, so multiple legislative measures to build it, yet CMU is still in its early phase [EC 2020b; 
Thomsen 2019].

Barriers to the EU’s capital market integration

In the EU, capital market underdevelopment is apparent [Demertzis et al. 2021]. Barriers to capital 
market integration (identified by various market participants and regulators from EU countries) are 
shared by most of them [S&P Global 2020; Bhatia et al. 2019a]. Initial challenges prevail, along with 
the surfacing of new, nonetheless progress is evident [AFME 2020; Bahrke and Lupini 15.03.2019]. It is 
supported forcefully further by the new CMU Action Plan or the CMU 2.0 (‘rebranded CMU’ [Lannoo and 
Thomadakis 2019]) adopted to boost efforts for its completion [COM/2020/590 final 2020]. It formulates 
the key objective and ultimate goal of a ‘genuine EU-wide single market for capital’ to be achieved 
by established targeted measures [Ferrie and Apostola 2020, s. 1–2]. They address CMU barriers, 
bringing harmonization, convergence, consistency in regulatory and supervision, insolvency regimes, 
investor protection [Bhatia et al. 2019a; HLF CMU 2020]. Only a large integrated EU capital market may 
deliver the scale of benefits needed for recovery, growth, and global competitiveness [COM/2020/590 final 
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2020; Ferrie and Apostola 2020; FESE 2019]. However, CMU 2.0 has not been overly fruitful yet in capital 
markets unification [Demertzis et al. 2021]

Labeling major obstacles and weighing the perks and benefits of the CMU allows for policy actions 
targeting beleaguered spheres [Bhatia et al. 2019a; FESE 2019; Almeida et al. 2019]. EU capital markets 
are small, some shallow, narrow, and illiquid, with insufficient investor base, limited size and constant 
(or decreasing) number of PTCs, curbed efficiency of private risk-sharing and asset allocation [Lannoo 
and Thomadakis 2019; HLF CMU 2020; AFME 2020; Demertzis et al. 2021]. There are disparities and 
discrepancies, predominantly transparency (reporting, governance, corporate information), listing 
standards, market infrastructure, regulatory quality, insolvency practices, taxation, administrative 
procedures. It affects all elements of the life cycle of any security and breeds severe market fragmentation 
– EU capital markets are split along national lines [Bhatia et al. 2019a; COM/2020/590 final 2020; Almeida 
et al. 2019]. Complex set of multifaceted institutions and conjoining nexuses [Black 2001] is additionally 
heightened in respect of EU multi-markets architecture [Thomsen 2019; Vienna Initiative 2018].

There is also a legal and institutional dualism, caused by EU specificity – the simultaneous prevalence 
of acquis communautaire and national legal framework [Trubalski 2016] with an accompanying lack of 
single institutions (e.g. supervisory, regulatory) [Demertzis et al. 2021; Bhatia et al. 2019a]. Coexisting 
‘central and decentralized implementation and enforcement’ [Pelkmans 2019, p. 2] along with the 
variable quality of NCAs (National Competent Authorities) is problematic [Bhatia et al. 2019a]. Market 
supervision in the EU is predominantly a competence of NCAs, as ESAs (European Supervisory 
Authorities) perform merely harmonizing roles, with limited jurisdiction [Bhatia et al. 2019a; Almeida 
et al. 2019; Demertzis et al. 2021]. European landscape characterizes itself with features heightening its 
complexity or disadvantaging integration, such as home bias, double layer institutional infrastructure, 
prevailing lack of convergence tools [Bhatia et al. 2019b; Bhatia et al. 2019a; Thomsen 2019; FESE 2019; 
Deutsche Börse Group 2015].

Those disparities and insufficiencies of legal and institutional preconditions for effective CMU and 
prerequisites needed for a strong securities market are noticed by stakeholders, making them reluctant 
to participate in the market [HLF CMU 2020; S&P Global 2020; Ferrie and Apostola 2020]. Such a landscape 
is generating uneven corporate funding costs and credit rationing, regulatory and supervisory polarities, 
absence of macroeconomic benefits (growth, resilience, stability), disheartening private-risk sharing, and 
impairing transparency, so is not delivering its supposed benefits to the Community [COM/2010/2020 
final 2010; COM/2020/590 final 2020; AFME 2020; Deutsche Börse Group 2015; Demertzis et al. 2021; 
Almeida et al. 2019]. The European Parliament Research Service approximations presented potential 
benefits from the efficient CMU as 137 billion euros per year [EPRS 2019].

The CMU to be built on transparency, efficiency, competitiveness, and sustainability

Aspects associated with market transparency (integrity) are the top policy priorities of the CMU and 
ESM [Directive 2013/50/EU 2013; FESE 2019]. They are multilayered [Black 2001] and multidimensional 
[Lehmann 2020; Deutsche Börse Group 2015] transparency-related activities, mostly of European bodies 
[Bhatia et al. 2019a; AFME 2020; FESE 2019]. There is a corporate disclosure ‘common language’ initiative 
– European Single Electronic Format (ESEF) [ESMA 2020; C/2020/7535 2020], Single Rulebook, European 
System of Financial Supervision (ESFS) – to foster convergence, stronger and more integrated CMU [Next 
CMU HLG 2019; Ferrie and Apostola 2020].

Integration would result in a leveled playing field for market participants and stakeholders [EC 
1.04.2019; EC 21.03.2020; Almeida et al. 2019]. Accessibility, availability, and usableness of market information 
are its fundaments [ESMA 2015; Directive 2013/50/EU 2013; Reg (EU) 596/2014]. The ESEF is a milestone 
for all market participants, as it provides structured datasets in human- and machine-readable format 
[ESMA 2020]. Creating a single access point would provide stakeholders with unified access to standardized 
information [COM/2020/590 final 2020; Bhatia et al. 2019a; Ferrie and Apostola 2020].

The completion of the CMU 2.0 means a true single market for capital [Wieser 2020]. Removal of 
barriers and obstacles for the CMU is ‘indispensable in order to move Europe forward’ [Wieser 2020, 
p. 2; Next CMU HLG 2019; Deutsche Börse Group 2015], accompanied by efforts and engagement 
of all stakeholders [Lannoo and Thomadakis 2019; HLF CMU 2020]. Acknowledgment of national 
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and regional specificities and proportionality of solutions is essential, especially regarding CEE region 
[Redłowska 2017; Vienna Initiative 2018; Vienna Initiative 2017]. As the ‘New-EU’ is particularly affected 
by the unification and harmonization of market-related issues, CMU architecture, and ongoing 
convergence and consolidation. Targeted measures and policies shall be adapted for the CMU 2.0 
completion in Emerging Europe [Lehmann 2020; Alcidi et al. 2018].

The‘ CMU is a step in the right direction’. Vienna Initiative. The CMU for the CEE region

The ‘ CMU is a step in the right direction ’ [FESE 2018, 1]. Nonetheless to safeguard its accomplishment 
the key matter is a boost, an advancement of the development of so-called ‘small(er) capital markets’ 
(SMs) [Lehmann 2020; Vienna Initiative 2018]. SMs are markets with the dominance of SMEs and 
mid-caps or markets in jurisdictions determined to have frontier or emerging classification (with some 
exceptions) [FESE 2018]. Different from the ‘Old-EU’, CEE is dominated by SMs and both listed and 
non-listed SMEs [FESE 2018; SEG 2018]. Moreover, there are transitional-related imports and other 
specific socio-cultural features [EBRD 2019]. Capital markets of the TEMs are for long ‘vastly under-
sized’ [Wyplosz 1999, p. VI; Baele et al. 2015]. The advancement in their maturity is noticeable, yet 
the development as size, liquidity, global attractiveness, competitiveness, recognizability is not [Grela 
et al. 2017; Popławski and Jakóbowski 2020; Lehmann 2020; Vienna Initiative 2018]. The EU SMs are 
located in the CEE region, stocked with SMEs, having investment gaps, and market capitalization is 
more often than not - less than 20% of GDP or about17% of GDP on average [FESE 2018; Wosion-Czoba 
2020]. This represents a ratio three times smaller than the EU’s average, even less in comparison with 
Western Europe [Dietl 7.09.2020]. 

Each CEE country has an own stock exchange, but its size and liquidity are indisputably limited [Le-
hmann 2020; Vienna Initiative 2018; Demertzis et al. 2021]. CEE markets are fragmented, with diverse 
statuses in the Market Classification of global indices suppliers. Even aggregated as a region are still 
not enough recognizable and not sufficiently attractive for global investors [Dietl 7.09.2020; Wosion-
-Czoba 2020; Baele et al. 2015; Demertzis et al. 2021]. Therefore are many initiatives undertaken to foster 
local capital markets development in CEE countries and to take advantage of the catch-up potential 
of the region [Kamiński 2020; FESE 2018; Redłowska 2017]. EU institutions coordinated the establish-
ment of the Vienna Initiative Working Group on CMU to target CEE underdeveloped capital markets 
[Vienna Initiative 2018]. Trimarium is a novel, but prospective, hastily gaining momentum flagship 
initiative of the CEE.

SUMMARY

The ESM and the CMU were presented as engines, decisive power of the EU, key strategic objectives, 
cornerstones of European Integration, and EU’s sustainable growth. They are capable of delivering 
extensive macro-economic benefits to the EU and the individual Member States. The conclusion is, 
that the deepening of the integration of European markets and infrastructure, enhancing regulatory 
and supervisory convergence are likely to unbundle the full potential of the capital markets of the 
EU [AFME and AEB 2020; Bhatia et al. 2019a; S&P Global 2020]. However, as presented, only on the 
premise, that it requires further steps of convergence and integration [Bhatia et al. 2019a; Next CMU 
HLG 2019; Almeida et al. 2019; Demertzis et al. 2021]. As reasoned, the removal of diagnosed barriers 
and obstacles for the ESM and CMU completion are ‘indispensable in order to move Europe forward’ 
[Wieser 2020, p. 2]. Accomplishment of full benefits is only attainable, once identified obstacles and 
barriers would be subdued.

It is suggested to be accompanied by efforts and engagement of all stakeholders. Another conclusion 
was drawn regarding regional (CEE) and national level. The diagnosed significant divergence in ESM’s-
-induced welfare gains (cross-countries and cross-region) must be mitigated promptly. Continuous com-
prehensive monitoring on the ESM and the CMU completion is needed on the EU-, regional- and na-
tional levels. Additionally, independent, cyclical evaluations of the of the CEE region advancements in 
catching-up with the Old-EU and in its involvement in the ESM and the CMU.
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